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Management : 


REVIEW 


From ghoosties and ghoulies, 
Long-leggedy beasties, 
And things that go bump in the night— 
Good Lord, deliver us! 
—Old Cornish litany 


ages: past these were the things that 
workers feared most—phantoms, ghouls, 
vampires, and other creatures of the night. 
Surrounded by superstitions, they dreaded 
all manner of witchcraft and carried charms 
to combat the evil eye. 

This all sounds silly now. But other fears 
have come—streamlined fears, Diesel-pow- 
ered fears, political fears, physical fears. 
These are the “ghoosties” of this year of 
grace. Harold F. Browne (Fears That De- 
stroy Morale, page 122) asks what manage- 
ment is doing to banish these modern 
hobgoblins—evil spirits that take the form 
of labor-saving equipment, advancing age, 
layoffs, and union intimidation. He declares 
that the most widespread fear among work- 
ers today is caused by uncertain tenure of 
employment. Few companies, he says, have 
made real efforts to stabilize their operations 
in such a way as to provide steady employ- 
ment. Through some rigorous exorcising and 
casting out of devils management could 
probably do much to create the all-important 
bedrock of employee confidence which it 
now appears is lacking. 


EN the radio blasts forth messages on 

economics, who listens?—inquires Wal- 
ter B. Pitkin (Does Public Education 
Take?) on pase 114. The audience is but 
a fraction of our total population. Nobody 
under eighteen listens—the youngsters are 
tuned into a “swing” band: nobody over 
sixty listens, because economic messages are 
the same old slush; hill-billies and tramps 
are hunting rabbits or drinking coffee out 
of tomato tins, and they aren’t interested; 
mathematical half-wits cannot understand 
the subject, so they won't listen either. Add 
to this group of non-listeners all the feeble- 
minded, criminals, insane, Indians on reser- 
vations, etc.—and what have you left? Fif- 
teen million people who don’t need messages 
on economics. So what's the use? 
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Current Comment 


FINANCIAL ANEMIA 


Financial anemia is the ailment from 
which American business is suffering. Anemia is a lack of blood. 
Financial anemia is a deficiency in the flow of new business 
capital. The capitalistic system requires a continuous flow of 
new capital, and in our case the flow has become inadequate, 
and business stagnation has resulted. 


There are two main sources of new business capital. One 
consists of the internal savings of business. These are funds 
companies earn and plow back into their own operations in the 
form of replacements, additions, and betterments of plant and 
equipment. A second source is new capital raised by the sale 
of securities. This capital comes from the external savings of 
others, rather than from the internal savings made by the com- 
panies themselves. 


Under exceptional conditions, as in war time or in such a 
period as the past five years, the flow of reinvestment funds to 
private savers and to corporate savers may be greatly increased 
by expenditures which government may make in excess of the 
amounts it is taking back from the public through taxation. 
Such added contributions come from government borrowing. 


Under present conditions the internal savings of companies 
are constricted because the government has imposed heavy, pro- 
gressive taxes on the undistributed earnings of corporations. The 
volume of earnings has been reduced through the sudden in- 
creases in wages, and the amounts retained have been cut down 
by the new taxes. 


The flow of new capital raised by the sale of securities has 
been reduced by rigorous new restrictions on the issuing of new 
securities. The market for new securities has been restricted by 
increases in the capital gains taxes and advanced surtaxes on the 
higher individual incomes. These restrictions have restrained 
capitalists from taking risks, and investors from being venture- 
some. 
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These restraints against capital formation and capital flow 
had been in effect before the recent business down turn. The 
handicaps they imposed were largely hidden by the huge out- 
pourings of government borrowed funds. Now the government 
has curtailed its borrowings because ‘its ‘revenues are supplied 
from higher taxes and social security income. The result is an 
acute business relapse caused by under-investment. 


The capitalistic system requires a continuous flow of new 
capital. Part of the necessary stream of new capital is normally 
supplied by the earnings which corporations retain and use for 
replacements, improvements, and additions in their own plants 
and equipment. Another large part is secured from the capital 
markets by the sale of notes, bonds, and stocks. 


Early in 1920 the total sales of new capital securities in the 
previous 12 months had amounted to three billion dollars ex- 
clusive of refunding issues, federal issues, and foreign securities. 
By the close of 1929 it had risen almost to eight billions. 


Then it fell to a little more than half a billion in 1933, but 
by then it was being supplemented by a flow of new federal bor- 
rowing. Both together amounted to less than two and a half 
billions in 1933. This contribution to national income from fed- 
eral borrowing represents amounts which the government bor- 
rowed and spent in excess of those it took back through taxation. 


The sum total of the two classes of contributions to national 
purchasing power increased vigorously in 1934, 1935, and 1936, 
and during that time activity was recovering. By early 1937 the 
total contribution from private and public new borrowing was 
at a rate well above six billions a year. Then the new higher 
taxes went into effect. They included higher income taxes, 
those on undistributed profits, and social security taxes. 


Receipts from these taxes were so great that by the end of 
1937 government was taking from purchasing power as much as 
it contributed, and recently the combined public and private 
contribution was below the levels of 1933. The government had 
withdrawn its net contributions before restoring sufficient busi- 
ness confidence to lead corporations to increase borrowings 
enough to compensate for the federal withdrawal. This re- 
stricted capital flow when corporate resources were depleted. 


COL. LEONARD P. AYRES, 
The Cleveland Trust Company. 
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GENERAL MANAGEMENT 


The Recovery Problem in the 
United States 


It is sometimes said in business 
circles that nothing more than confi- 
dence is required to induce activity in 
the production of capital goods. This 
seems to me to be a most superficial 
view. A widespread advance in costs 
and prices, for example, in the heavy 
industries, under the favorable in- 
fluence of a wave of confidence, would 
probably. check expansion and create 
further obstacles in the way of sub- 
sequent improvement. Much the same 
observation may be ventured regard- 
ing amendment or repeal of the undis- 
tributed profits and capital gains 
taxes. These, along with the growing 
tendency to rely upon forecasts of 
business conditions in the determina- 
tion of business policies, are minor 
obstacles in the path of recovery. 

Something more than a removal of 
obstacles is needed to bring about a 
large and continuing expansion of the 
capital equipment of the country. For 
the investment of capital on a large 
scale, three influences or conditions 


would seem to be essential. They are: 
first, large supplies of capital avail- 
able at low rates; second, relatively 
low prices for the concrete products 
on which investment funds are ex. 
pended; third, and of most import- 
ance, reasonable expectations that 
there will be a satisfactory demand 
from consumers for the additional 
goods and services resulting from the 
investment of additional capital. 

The first of these factors does not 
of itself exert sufficient influence to 
increase activity in the production of 
capital goods. The second condition 
can best be effectuated by the con- 
certed action of heavy industries to 
reduce prices to the point at which a 
modest profit would be realized as 
production approached capacity; and 
following the adoption of such a 
policy, the industries concerned would 
be in a far better condition than now 
to insist upon increased efficiency and 
perhaps a reduction in some wage 
scales. Finally, it is evident that there 
is reasonable ground for anticipating 
an increase in the demand for the pro- 
ducts of the capital goods industries 
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if prices are materially reduced—par- 
ticularly in the housing field. By O. 
M. W. Sprague. The American Eco- 
nomic Review, March, 1938, p. 1:7. 


Compulsory Business Anarchy 


The “empire of business” is a myth. 
In spite of much nonsense talked about 
the Sixty Families and interlocking 
directorates, there is no one man or 
group of men who control or can con- 
trol American business as a whole or 
even separate sections of it. Business 
is not an autocracy. It is a sheer an- 
archy of countless corporations, firms, 
individual business men, and investors 
—with stakes running from a few dol- 
lars to multiple millions. This is the 
real situation, and it holds very serious 
dangers. 

For one thing, there is public 
opinion. The public and politicians 
may properly criticize this or that busi- 
ness man or concern, but to hurl epi- 
thets at “business” is inherently unjust 
—and as useful as trying to shoot a 
cloud. 

There are other dangers. According 
to an old Spanish saying, it is the baby 
that cries that gets the milk. In a great 
nation, only organized groups can be 
as vociferous as a baby in the family. 
Such organized groups as the farmers, 
veterans, and others get their milk; but 
in America today there are two great or- 
ganizations—government and labor— 
which are grinding unorganized busi- 
ness to powder by a process similar to 
the ancient punishment of the peine 
forte et dure, that is, the killing of the 
victim by squeezing him under weights 
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too heavy to be borne. Business profits 
are being destroyed by the increasing 
weight of taxes and wages. 

The difficulties of organizing busi- 
ness appear to be almost if not wholly 
insuperable. The present anarchy can- 
not be brought into order by the one 
“strong man” method; the field is too 
vast and complex for one-man business 
control or leadership. Neither can busi- 
ness men organize a democratic or 
representative control over business— 
not, at least, without running head-on 
into the anti-trust and other laws. 

Why should business men have an- 
archy, with all its attendant evils, 
forced upon them? If business is not 
to be allowed to operate any controls 
over itself, and all controls are to come 
from Washington, two things are cer- 
tain to anyone who has watched that 
method in other countries. One is that 
government simply cannot successfully 
run or regulate all the complex eco- 
nomic life of a modern nation. The 
other is that such an attempt is the 
death knell of democracy and freedom. 
By James Truslow Adams. Barron’s, 
March 7, 1938, p. 3:1. 


Should Business Decentralize Its 
Counter-Propaganda ? 


In attempting its own defense 
against anti-business propaganda, busi- 
ness starts off under numerous handi- 
caps: 

First, it has no united voice. Second, 
under any circumstances, business is 
poorly integrated, and lacks a well- 
defined common purpose. Third, a 
business man, individually, is stirred 
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to action only by imminent threat of 
an overwhelming dollar loss in his own 
immediate affairs. He is aroused only 
when the raven perches on his own 
threshold. Fourth, leaders in business, 
with few exceptions, are unskilled in 
the more subtle aspects of symbol 
management; verbal bludgeoning is 
practically the only tool they know 
how to use. Fifth, business has not yet 
begun to realize that social-minded ac- 
complishment, rather than words 
alone, is the real substance of effective 
counter-propaganda. Sixth, the indi- 
vidual leaders in business are not yet 
ready humbly to shoulder part of the 
burden in their own: localities and thus 
prove their technique by showing that 
they can propagandize a few hundred 
people successfully. 

Elections are won in the precincts. 
So are propaganda battles. The place 
for the business man to begin effective 
counter-propaganda is in his own com- 
munity—in Parent-Teacher Associa- 
tion meetings, for example. A busi- 
ness man whose reputation makes him 
a worthy propaganda mouthpiece can 
get on the program of a P.T.A. for 
15 minutes almost any day. If 20,000 
business men followed such a home- 
propaganda program intelligently for 
the next year, accomplishment of the 
job which now seems enormous would 
become possible. 

No Chamber of Commerce of the 
United States or National Association 
of Manufacturers knows half so well 
how to do that local job as the fellow 
who lives there and whose enterprise 
supplies the payrolls in the commun- 
ity. No such national body can get 
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so quickly to the firing line. When 
business leaders cease thinking of de. 
fensive business propaganda as a na- 
tionwide opportunity to exhibit a well- 
starched front, with a background of 
white ties and swallowtails, and begin 
to think of it as a serious local re. 
sponsibility for insuring the survival 
of private enterprise, then will they 
begin to do an effective job of counter. 
propaganda. By Burton Bigelow. The 
Public Opinion Quarterly, April, 1938, 
p. 321:4. 


Does Public Education Take? 


The latest media through which in- 
dustrial leaders have attempted to in- 
fluence the masses are the radio and 
motion pictures. Neither method has 
yet been tested thoroughly enough to 
convince the experimenters one way or 
another. 

Two techniques are being used. One 
aims to build good will among people 
who need to be converted to the Ameri- 
can economic system. It is hoped that 
such good will must in time soften 
their hearts—and, eventually, their 
minds—to the point of altering their 
behavior at the polls. However, good 
will built on esthetic pleasures is 
worthless in the hard world of cash 
and carry, except in utterly trivial 
dealings. 

The second technique aims at gen- 
uine education rather than good will. 
Analyzing this technique as it applies 
to radio only, we discover that if in- 
dustry were to spend hundreds of mil- 
lions annually on educational radio 
programs it could never materially in- 
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crease the number of Americans favor- 
ably disposed toward. our capitalistic 
system. 

In the firs, place, nobody under 18 
listens at all.» (Maybe one prodigy in 
Montana does, but never mind him.) 
Children and youngsters lack the 
background and the need required for 
even a faint interest in the problems 
and methods of capitalism. 

Nobody over 60 listens at all. They 
heard all the Eternal Truths decades 
ago. If the old-timers did listen, it 
wouldn’t change their ideas. 

Hill-billies, tramps, members of 
sundry cults, sincere devotees of the 
barter system, and all other citizens 
who have no traffic with the money 
and profit system don’t listen. They 
are content with muskrat stew when 
there aren’t any rabbits handy. They 
dig in for winter like the bears. They 
plan no further ahead than the next 
hiccough. 

No mathematical half-wits and nit- 
wits will listen. For they can’t make 
sense out of economics anyhow. 

Thus, if we deduct from 130 mil- 
lion Americans the 58.5 millions who 
are under 18 or over 60, the 23.8 mil- 
lions who are outside the money and 
profit system, and the 23.8 millions 
who are mathematical incompetents, 
there remain about 24 million Ameri- 
cans who are industry’s potential pu- 
pils. But when we deduct from these 
the aliens, criminals, insane, feeble- 
toinded, Indians on reservations, etc., 
totaling 8.95 millions, there are left 
about 15 millions Americans—who 
don’t need to be educated. 

Does it pay to educate the public? 
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Yes, if you educate; no, if you don’t. 
Judge ends and means by results only. 
By Walter B. Pitkin. Banking, March, 
1938, p. 20:2. 


There Are Booming Markets 


The present recession is not interna- 
tional, and the outlook in many parts 
of the world is not so uncertain as 
many business men in the- United 
States believe. It might be a wise 
policy for American industry to en- 
deavor to offset its current decrease 
in sales by cultivating those markets 
where there is no depression and none 
is likely for several years to come. 

In the Union of South Africa there 
is no depression and no hard times. 
The gold, diamond, and coal mining 
industries are in excellent shape, and 
building is booming. There is a de- 
mand throughout the Union for build-. 
ing material, mining and agricultural 
machinery, as well as for electric re- 
frigerators, radios, innerspring mat- 
tresses, cosmetics and tinned goods of 
all kinds. The people of South Africa 
seem able to purchase what they de- 
sire, and American-made goods are 
preferred and bring higher prices. 

South of us, in Argentina, there is 
no unemployment and little poverty; 
Argentinans are in a position to pur- 
chase goods which may be classified 
as “luxury” products. Westward, in 
New Zealand, conditions are prosper- 
ous, and the demand for automobiles 
in that country will steadily increase.. 

India, Burma, Ceylon, and the 
Straits Settlements are booming. Con- 
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ditions in India will necessitate the 
importation of various kinds of ma- 
chinery, tractors, motor cars, trucks, 
and possibly trailers. There has been 
an expansion in imports of com- 
mercial and domestic refrigerators 


OFFICE MANAGEMENT 


How Modern Equipment Cuts 
Costs 


The Skelly Oil Company recently 
moved its sales offices in Kansas City 
to new scientifically constructed 
quarters. 


The entire structure is air condi- 
tioned, scientifically lighted, and 
acoustically treated. Walls have 14- 
inch furred-out air space and insula- 
tion which makes it possible to turn 
off the heating at 38 degrees Fahren- 
heit, since the lighting system auto- 
matically provides heat from that 
point on up to the desired tempera- 
ture. 

Skelly has modernized, mechanized, 
and electrified bookkeeping in its three 
main marketing divisions. Statements 
are made out for retail customers and 
ledgers are posted in the same opera- 
tion; and it has been found that con- 
siderable time is saved by folding the 
statements in a folding machine. 
A> central stenographic department 
handles all machine-dictated corre 
spondence and telegrams. In all de- 
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throughout India. Pumps and pump. 
ing machinery will also be required, 
and sales of American radio sets can 
be increased appreciably. By J. Ro. 
land Kay. Commerce, March, 1938, 
p. 25:3. 


partments there are steel desks and 
posture chairs; and 18 foot-candles of 
light are provided for all working sur. 
faces. 

Typewriters are mounted on slabs 
of acoustic material which absorbs vi- 
bration and noise. And by using tabu- 
lating machines and punched cards to 
post its container records, the com- 
pany has doubled its business and cut 
its clerical help for this operation in 
half. American Business, March, 1938, 
p. 41:8. 


Short Cuts in Stock Records 


The expense of stock records .can 
be reduced in many cases by the elin- 
ination of superfluous or insignificant 
data. 

Records need not be posted with pen 
and ink. This requires longer than 
posting with pencil, and it has been 
found from experience that, if a good 
grade of pencil is used, the records are 
perfectly clear and last as long as stock 
records are wanted. 

Precise dates of receipts or ship- 
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ments are seldom of interest, and need 
not be recorded. If actually required, 
dates of receipt can be ascertained from 
receival reports with very little trouble. 
The important information about 
shipments is the total quantity over 
either a month or several successive 
months; for this purpose it is sufficient 
if the date is noted in the stock records, 
probably by rubber stamp, at the 
beginning of each month. 

Many stock record systems require 
the showing of a balance in the “Stock 
on Hand” column after every ship- 
ment. In many cases, nothing is gained 
by this procedure, and it necessitates 
a great deal of work when numerous 
shipments are made daily. The prac- 
tice of having the stock balance shown 
only at the beginning of the month 
might be adopted advantageously by 
many stock record departments. If the 
records are reviewed within the month, 
the reviewer can calculate the balance 
mentally by deducting the “Total Ship- 
ments” up to that date. By R. B. Tay- 
lor. Office Management, March, 1938, 
p. 18:2. 


Modern Efficiency Dooms 
Punctuation 


In another article in this issue of 
American Business a writer tells of 
the savings effected by omitting punc- 
tuation marks in address cards on stu- 
dent records. Approximately 50 op- 
erations have been eliminated in the 
initial typing of each card; and since 
it requires as much time, effort, and 
motion to write a comma or a period 
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as it does to write a letter of the al- 
phabet, the savings are appreciable. 

Many companies are adopting the 
plan of actually filing off the punc- 
tuation marks on billing machines or 
typewriters used for billing, address- 
ing, heading ledger cards or other 
similar records. One large rubber 
company has already begun to drop 
most of the punctuation marks from 
addresses and salutations in letters. 

Office managers who have tried to 
adopt the plan point out that the best 
way to achieve results is actually to 
obviate the possibility of using any 
punctuation whatever by removing the 
marks from the writing machines, or 
substituting something else on the keys 
usually used for punctuation. Unless 
this is done, new operators will re- 
quire several weeks to drop the habit 
of punctuating. American Business, 
March, 1938, p. 63:1. 


Clerical Research 


When an investigation of an office 
system indicates the necessity of a re- 
vised or different system, the investi- 
gators should first draw up an outline 
of the principles and advantages of 
the new scheme. When this is ap- 
proved by management and others 
concerned, a detailed routine must 
then be prepared. Wherever possible, 
this should be incorporated in a writ- 
ten report of sufficient detail to en- 
able a person to take over the job 
without outside instruction. 

It is frequently suggested that dur- 
ing such planning the investigator 
utilize charts, printed forms, and the 
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like; we are inclined, however, to 
doubt the usefulness of these. Route 
charts; for example, rarely do more 
than illustrate something which is al- 
ready obvious; and I have yet to dis- 
cover the value of an organization 
chart of the family-tree variety. Time 
and motion study is, of course, a help- 
ful adjunct of the clerical investiga- 
tor. If the comparative merits of vari- 
ous systems are not apparent, the in- 
vestigator must -devise experiments 
which will meet the case without be- 
ing too elaborate.’ Discussion will aid 
him considerably throughout his work. 

Liberal use should be made of sub- 
headings in the report of the new 


routine. Ordinarily, each standard 
operation is followed by five or six 
cases of exceptional procedure; but 
it is better to omit these from the main 
part of the routine and list them sepa. 
rately. 
‘ When a system is installed, a man- 
ual of standard practice, showing de- 
tails of all operations, should be com. 
piled. This will prevent alterations 
in methods in the course of time, ex- 
cept after proper consideration. and 
agreement. 
Various other factors in clerical re- 
search technique are discussed in this 
article. By Geoffrey Mills. Industry 
Illustrated, March, 1938, p. 43:2. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, 
Wage Theory, Migration | 


Differences in the Earnings 
of Women and Men : 


Average earnings of women are con- 
siderably below the average of bare en- 
trance rates of men for common labor 
in the same industries. In three states 
that have reported men’s and women’ s 
wages over some 12 to 20 years, 
women’s average wages in manufac- 
turing almost always have been less 
than 60 per cent as great as men’s. 

Certain recent reports show that the 
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average wages of women office workers 
ordinarily are at least one-fifth below 
those of men (though the discrepan- 
cies are less in the more skilled types 
of work). In states that have reported 
wages of men and women clerical 
workers over a series of years, women 
in office work have received only about 
50 to 60 per cent as much as men. 
Women in occupations requiring 
considerable skill or dexterity were 
paid less‘than men in the least skilled 
jobs in plants making seamless hosi- 
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ery, men’s work clothes and shirts, 
knit underwear, paper boxes, men’s 
suits and overcoats, candy, and bakery 
products. In only 3 of 18 manufac- 
turing occupations compared were men 
and women receiving the same hourly 
pay. Most of the women were paid 
only 35 cents or less an hour, though 
some of their jobs required a consider- 
able degree of dexterity or expertness, 
and though in almost no case did any 
man reported in the plant, no matter 
in how unskilled a job, receive less 
than 40 cents an hour. 

In occupations in plants manufac- 
turing men’s clothing and seamless 
hosiery, though in some cases 
women’s maximum earnings were 
higher than men’s and a number of 
women earned more than any man, yet 
larger proportions of women than of 


men usually were found in the very 
low pay ranges. By Mary Elizabeth 
Pidgeon. Bulletin No. 152, Women’s 
Bureau, United States Department of 
Labor, 1938. 57 pages. 


Progress of State Minimum-Wage 
Legislation, 1937 


Great expansion in legislation set- 
ting standards of minimum wages and 
maximum hours for women and minors 
has taken place since the Supreme 
Court upheld the constitutionality of 
the Minimum Wage Act of Washing- 
ton. Acts which had been in abeyance 
were revived and a number of new acts 
were passed. At the end of 1937, there 
were minimum wage acts in 22 states, 
the District of Columbia, and Puerto 
Rico. 
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Typical of the minimum-wage orders 
issued in 1937 was one fixing a mini- 
mum of $17 per week for women in 
the retail stores of the District of 
Columbia and a Massachusetts order 
fixing a minimum of $14.40 per week 
for women in the candy industry. By 
Louise Stitt and Florence P. Smith. 
Monthly Labor Review, January, 1338, 
p. 194:7. 


Standards of Living 


During a recent visit to Europe I 
studied the comparative length of time 
American and European workmen 
must toil to pay for some of the ne- 
cessities or luxuries of life. 

In the United States a man works 
2.2 months to provide for a year’s 
rent; in European countries the time 
varies from two to four months. To 
purchase a unit of milk, eggs, bread, 
butter, and beef, an American worker 
must labor 1.7 hours; in the country 
that is nearest in this regard a man 
must work 4.25 hours, or two and one- 
half times as long. while in another 
country he must toi] more than seven 
hours. 

In the United States it requires 4.5 
months’ work to pay for an automo- 
bile, and in the nearest European 
country a man must work 8.5 months 
for it, and in one country two years; 
in these statistics is evident reason 
why European workmen use bicycles, 
or tramways, or walk to work. As a 
final illustration: in this country a 
man must labor 3.6 minutes to pro- 
vide for one kilowatt hour of electri- 
cal energy; in the nearest European 
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country he must work 12 minutes, or 
over three times as long, and in one 
country 43 minutes, or 12 times as 
long. 

These are sufficient indications, from 
the standpoint of the workingman, 
that if we do not endeavor to make 
progress too rapidly we may have 
faith in the future. By Gerard Swope. 
The Atlantic Monthly, March, 1938, 
p. 341:4. 


Wages and Hours of Union Street- 
Railway Employees, 1937 


The average union wage rate of 
street-car conductors and motormen 
and bus operators was 72.8 cents per 
hour in May, 1937, as compared with 
69.6 cents in May, 1936. The 8-hour 
day is provided in a great majority of 
union agreements, although the 814- 
hour and 9-hour days are fairly 
common. The usual workweek is six 
days, although a number of agreements 
specify five days. Work beyond the 
“regular” run is usually done by sub- 
stitutes or extras and not as overtime 
by the regular employees. These extras 
are subject to call at any time and are 
generally paid for a specified number 
of hours on duty, whether or not they 
are actually put to work. Monthly 
Labor Review, January, 1938, p. 205:8. 


Problems of Scientific Manage- 
ment in Unionized Plants 


In a large number of cases unions 
have opposed scientific-management 
practices, but, on the other hand, they 
have also cooperated in introducing 
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scientific-management methods. The 
attitude of the unions seems to depend 
to a large extent on the personnel pol- 
icies and methods of the management. 


Employees are naturally suspicious 
about changes that they do not under- 
stand and about which they have not 
been consulted. In this they are wholly 
human. Whether or not unions are 
consulted in management problems di- 
rectly affecting them, will probably de- 
termine their attitude more than any 
other single factor. If changes in ma- 
chinery, processes, methods, and the 
like are worked out with their advice 
and cooperation, they are likely to 
help introduce changes that they might 
otherwise oppose. On the other hand, 
craft unions are likely to oppose 
changes that they believe will elimin- 
ate need for certain craft skills. Also, 
unions will need some assurance that 
unemployment will not result from the 
proposed changes. However, if em- 
ployee representatives understand that 
the company is in a competitive situa- 
tion requiring cost reductions and un- 
employment will result unless costs 
are reduced, they are likely to cooper- 
ate in improvements. 

Management must be unusually pa- 
tient and not easily discouraged in its 
attempt to develop union-management 
cooperation. Education is a slow pro- 
cess. Human habits cannot be changed 
overnight. Employees are more prone 
than management to react emotionally 
rather than logically to scientific-man- 
agement problems. On the other hand, 
management has not always been en- 
tirely logical in matters of industrial 
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relations. Many industrial relations 
men state privately that their most dif- 
ficult problem has been educating the 
management. We should not become 
discouraged, therefore, if first efforts 
in educating union leaders do not pro- 
duce immediate results. By Harold B. 
Bergen. Mechanical Engineering, 
March, 1938, p. 235:6. 


New Remedy for Labor Troubles 


While many labor mediation boards 
have been under heavy fire during re- 
cent months, one entirely new tribunal 
for labor disputes has been quietly 
rolling up an impressive record. 

Last October the Voluntary Indus- 
trial Arbitration Tribunal was set up 
by the American Arbitration Associa- 
tion in response to increasing requests 
for arbitration of labor controversies. 
Since then it has settled more than 30 
disputes quietly, competently, and to 
the entire satisfaction of both employ- 
ers and employees. 

A majority of these cases involve 
troubles arising from the operation 
of collective bargaining agreements. 
While the National Labor Relations 
Board and state mediation boards are 
active in promoting agreements in the 
first place, settlement of disputes aris- 
ing from these agreements after they 
have been signed has always been dif- 
ficult. Here is where the Tribunal 
steps into the picture. 

Either party to a dispute may volun- 
tarily start arbitration proceedings by 
notifying the other party and filing 
notice of intention with the Tribunal. 
Arbitrators for each case—acceptable 
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to both parties—are chosen from a 
panel of Tribunal members who have 
previously been selected by the Arbi- 
tration Council from representatives of 
industry, labor, and the general pub- 
lic. Hearings are conducted in strict 
privacy, usually with witnesses and 
arbitrators under oath, and frank, 
open discussions are encouraged. The 
fees—averaging $20—are paid by 
both sides. 

Controversial questions decided by 
the Tribunal are briefly listed. Forbes, 
February 15, 1938, p. 22:1. 


Women Breadwinners 
Why do women work? Do they 


work for “pin money,” “to express 
themselves,” “to earn their own liv- 
ings”—or do they work because other 
people are dependent on them for 
food, clothing, and shelter? 

These are questions that have been 
long debated, usually with more heat 
than light. The answer, as revealed 
by a recent study made by the Na- 
tional Federation of Business and Pro- 
fessional Women’s Clubs, in which 
more than 12,000 of its members par- 
ticipated, is that, with median earn- 
ings of $1,315, one woman in two sup- 
ports other persons, wholly or in part; 
and that one-sixth of the group are 
the heads of households of from two 
to seven persons. Further, it shows 
that the number of her dependents in- 
creases as the worker’s income in- 
creases—in other words, the more a 
woman earns, the more responsibilities 
she assumes. 

The women taking part in this 
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study compose a distinctly middle-aged 
group, with a median age of 40.6 
years. The highest average annual 
earnings in 1936 were those of execu- 
tives, managers, and supervisors, $1,- 
715; the lowest, those of personal ser- 
vice workers, $610, with saleswomen 
only slightly higher, $625. Contrary 


Personnel 


Fears That Destroy Morale 


If the reasons for the situation in 
1937, which at times approached the 
proportions of a revolt of employees 
against management, could be reduced 


to their basic elements, it is probable 
that, paradoxical as it may seem, fear 


would be found to have been the basic 


urge. 

Probably the most widespread and 
demoralizing fear of the worker is that 
caused by uncertain tenure of employ- 
ment. Few companies have exhausted 
all possible means of providing more 
stable employment. Even when fluc- 
tuations cannot be materially reduced, 
more careful planning can at least 
make possible some warning of an im- 
pending layoff. If reasonable advance 
notice of layoffs were a fixed policy, 
employees could at least know that 
their jobs were safe until such notice 
was received. 


Another fear that oppresses employ- 
ees is the fear of arbitrary action that 
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to the usual impression, median earn. 
ings of the women participating in the 
survey increase each decade from $960 
for women under 30 to $1,615 for 
women of 50 to 60, then decrease to 
$1,560 for women over 60. By Beulah 
Amidon. Survey Graphic, March, 
1938, p. 151:2. 


will affect them adversely. It will 
never be known to what extent recent 
labor organization and labor disputes 
were actually the outcome of rebellion 
against petty tyrannies and misinter- 
pretation of company policy by super- 
visors, rather than against the com- 
pany policy as conceived by higher 
executives. 

Mechanization of industry is becom- 
ing a nightmare to the worker. What 
has management done to make techno- 
logical changes as painiessly as pos- 
sible and to absorb displaced employ- 
ees into other operations of industry? 
What, too, has it done to dispel the 
fear of advancing age among workers? 
What assurance has it given workers 
who decline to join a union that they 
will be protected against union coer- 
cion and intimidation and that they 
need not fear the signing of a closed 
shop agreement? 

Industrial management can attack 
its problem of labor relations in no 
more realistic or constructive way than 
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to analyze the fears to which its em- 
ployees are subjected and set about 
eradicating or at least mitigating these 
fears insofar as such action lies within 
its power. By Harold F. Browne. Con- 
ference Board Service Letter, February 
28, 1938, p. 9:3. 


The Problem Employee 


The frequency and effect of person- 
ality disturbances among employees 
call for an all-inclusive program for 
the prevention, discovery, and treat- 
ment of mental health problems in in- 
dustry. A five-point program is sug- 
gested. 

The initial step calls for the use of 
suitable selection techniques to prevent 
the employment of men and women 
who become predisposed to emotional 
and allied mental disturbances because 
of unfitness for the jobs to which they 
are assigned. This step embraces 
psychological tests and allied scien- 
tific techniques to supplement the 
medical examination, the interview, 
and other traditional procedures of the 
employment office. 

Selective adjustment must be fol- 
lowed by systematic training in the 
skills and knowledge of the job as a 
means of enabling the worker to make 
effective use of his ability. This is 
particularly important in the case of 
older employees, who constitute seri- 
ous personnel problems in many or- 
ganizations. Recent studies of adults 
have shown that such difficulties as the 
older worker may experience in learn- 
ing improved methods of work follow 


not primarily from a decline in learn- 
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ing ability but from an atrophy of 
acquired learning habits as a result 
of disuse. Provision for training be- 
comes especially important in times of 
economic depression, when it is neces- 
sary to shift personnel within the or- 
ganization in order to retain em- 
ployees with long years of service. 

A third step consists in improving 
the quality of line supervision. Su- 
pervisors must be trained in sound 
practices of supervisory control. This 
is best accomplished through confer- 
ences in which case studies or sample 
problems are discussed. 

The rehabilitation of maladjusted 
employees requires the early discov- 
ery of every worker who shows signs 
of becoming a problem. The discov- 
ery of problem employees can be fa- 
cilitated by a system of periodic rat- 
ing which is described in part in this 
article. The final step in the program 
calls for the treatment of workers, 
especially those with a reasonable 
period of service, who become mal- 
adjusted. This may require the appli- 
cation of the specialized techniques of 
the physician, psychologist, and social 
worker; and it will necessitate the co- 
operation of the line organization. 

Several exhibits are included in this 
article. By Morris S. Viteles. Edison 
Electric Institute Bulletin, February, 
1938, p. 37:6. 


Job Rating 


The Industrial Relations Depart- 
ment of the National Electrical Manu- 
facturers Association has prepared a 
suggested job rating plan based on an 
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extensive and carefully compiled list 
of definitions of various job factors. 

The plan itself provides for rating 
or scoring a job on the basis of skill, 
responsibility, effort, and working 
conditions, in the order named. These 
factors are subdivided into 11 ele- 
ments, each of which (with one excep- 
tion) is broken down into five “de- 
grees,” with point values assigned to 
each degree. Maximum points have 
been assigned to each factor and ele- 
ment. Men’s jobs have been classified 
into 10 labor grades. 

This article, which is illustrated 
with several exhibits, describes the rat- 
ing scheme in detail. Supplementing 
the bulletin is a 22-page manual de- 
fining job evaluation factors; this also 
lists and rates by degree some 115 jobs 
used in the wage survey schedule. /n- 
dustrial Relations Bulletin No. 43, 
National Electrical Manufacturers As- 
sociation, New York. 5 pages. 

Editor’s Note: Further data on this 
job rating plan is included in “Sound 
Wage Payment Policies,” by A. L. 
Kress (Personnel Series Number 34, 
American Management Association) . 


The Technique of Testing 


This study outlines in detail the ad- 
vantages of aptitude testing, describes 
a technique of test invention and de- 
sign, and illustrates nine tests that 
have been developed to gauge differ- 
ent skills required by various factory 
jobs. 

Where there are a large number of 
applicants and only a few jobs to be 
filled, an “omnibus” test is recom- 
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mended for elimination purposes. It 
is suggested that a short intelligence 
test be given when there is the slight- 
est suspicion that intelligence is either 
markedly below or above the average. 
And where the accident hazard is 
great, it is believed that testing for ac- 
cident-proneness will enable manage. 
ment to place highly prone employees 
in jobs of lower hazard, while the less 
prone individuals can be placed at 
more hazardous work. 

The cost of testing applicants with a 
nine-test battery is about $2 per per- 
son. Suitable testing will determine 
the rate at which an individual can 
work most comfortably—his optimum 
rate. It is recommended that em- 
ployees be divided into three—or pos- 
sibly five—speed groups, and that 
their pace or rhythm of work be main- 
tained at the optimum level. By 
Charles A. Drake and Holger D. 
Oleen. Factory Management and 
Maintenance, March, 1938, p. 71:8. 


Personnel Policies Affecting 
Salesmen 


To provide a consensus of methods 
employed in the administration of 
sales forces, the National Industrial 
Conference Board recently asked rep- 
resentative companies in different 
branches of business activity for in- 
formation about their experience in 
dealing with certain problems of gen- 
eral application. Through the cooper- 
ation of 232 companies employing 
more than 24,000 salesmen, the Board 
has been enabled to classify and an- 
alyze in this study a considerable body 
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of data dealing with the selection and 
training of salesmen, methods of com- 
pensating salesmen, special sales in- 
centive plans, and salesmen’s expense 
allowances. 

It was found necessary in preparing 
this survey to stress points and prob- 
lems that arise in the administration 
of practically all sales forces and to 
group experience in dealing with these 
problems under general headings. 


More detailed pictures of individual 
company policy are provided by typi- 
cal quotations from company replies. 
Information regarding policies affect- 
ing retail salesmen is not given in the 
study. 

Sixteen comprehensive tables have 
been included in the text. Studies in 
Personnel Policy, National Industrial. 
Conference Board, Inc., January, 1938. 
20 pages. 


Shop Methods: Industrial Engineering, Standardization, 
Waste, Rate Setting, Time and Motion Study 


Selecting the Source of Supply 


The selection of sources of supply 
for raw materials, processed materials, 
and fabricated articles for industrial 
use is one of the purchasing agent’s 
most important functions. 


Eligible bidders should be qualified 
as financially responsible, capable of 
meeting specifications, located at a 
point near enough to the buyer’s plant 
to insure deliveries as desired, and 
should have a reputation of living up 
to their delivery promises. And in in- 
dustrial buying continuing sources are 
very important to insure uniformity in 
processing. 

A cross-section picture of the indus- 
try of which the source is a part must 
be analyzed closely if the material in 
question is regarded as a major item. 
The following factors should be deter- 
mined: (1) total production of the ma- 
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terial; (2) approximate share of the 
volume held by each supplier; (3) 
distribution of accounts among compet- 
itors; (4) price policies of the indus- 
try in question (Is there a trade asso- 
ciation in the group? How well does 
it function?) ; (5) financial ratings of 
the sources; (6) inter-ownership of 
companies which outwardly appear to 
be competitive; (7) terms of payment 
(Are they uniform among all produ- 
cers?); (8) efficiency of the various 
companies (Who are the low-cost pro- 
ducers?); (9) geographical location 
of plants; (10) cost of delivery, if not 
included in the price. Constant peru- 
sal of the trade papers in the field 
where the suppliers “talk shop” is ad- 
visable. 

Where there is a group of suppliers 
dominated by one or two powerful con- 
cerns, a judicious placing of business 
with one or two of the smaller sup- 


125 





pliers is often the means of keeping 
a competitive situation alive. 

Sources need constant checking; 
processes change; concerns liquidate, 
and new ones spring up. Even when 
a long-term contract seems desirable, 
it is best to leave a part of the volume 
available for open-market transactions. 
By Robert C. Kelley. Executives Ser- 
vice Bulletin, Metropolitan Insurance 
Company, February, 1938, p. 5:2. 


Why Pick Inspectors Who 
Can’t Inspect? 


Some people are better qualified to 
perform an inspection job than others. 
In fact, there is considerable evidence 
to the effect that no amount of time 
spent on inspection will develop those 
native qualities essential to the ade- 
quate performance of the inspection 
job, if they are not originally present 
in the worker. 

There are several kinds of inspec- 

tion ability. One inspection job may 
require manipulative skill, and an- 
other may call for “kinaesthetic sen- 
sibility”; a third type of inspection 
ability depends on visual perception. 
At the Eagle Pencil Company, New 
fork, it has been found possible by 
the use of selective tests to discover 
perceptual ability in applicants, and 
thus keep the cost of inspection at a 
minimum. Only 15 of every 100 ap- 
plicants successfully pass the battery 
of tests for inspectors which this con- 
cern has devised. 

Prospective inspectors are required 
to pass case-sorting, spiral inspection, 
and paper-and-pencil tests, and must 


also. undergo examination for visual 
acuity. Perfect or nearly perfect eye- 
sight is required of all inspectors. It 
was recently found that inspectors 
with perfect or almost perfect vision 
had an average percentile score on the 
employment tests of 59.3, whereas 
those with defective eyesight had a 
percentile score of 43,8. Inspectors 
with defective vision took 56 per cent 
more time to do a given job than in- 
spectors with perfect vision. 

These various tests are described in 
detail in this article, which is illus- 
trated with photographs and charts. 
By Holger D. Oleen. Factory Man. 
agement and Maintenance, January, 
1938, p. 83:3. 


The Machine and the Worker 


A recent investigation on machine- 
feeding operations has led to the fol- 
lowing conclusions: 


1. Efficiency in machine-feeding 
processes was found to vary between 
52 and 86 per cent. Low efficiencies 
were due to an excessive number or 
duration of enforced stoppages or to 
the failure of the operative to keep 
pace with the requirements of the ma- 
chine. 

There is some evidence that the ma- 
chine, when running, exerts a pull 
which impels the operative to keep 
going even though fatigued, and that 
the desire to rest is largely satisfied by 
the proiongation of machine stoppages. 

2. Efficiency and satisfaction in ma- 
chine-feeding are largely dependent 
on the relation between the speed of 
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the machine and the capacity of the op- 
erator. 

3. Efficiency and comfort in ma- 
chine-feeding are also dependent on 
the amount of feeding space and the 
apparent rate of movement of the feed- 
ing mechanism. 

(a) Ona belt-feed machine an in- 
crease in feeding space from 2 to 4 
holes produced an average increase in 
output of 9 and 15 per cent at medium 
i and fast speeds, but a further increase 
to 6 holes had little additional effect. 

(b) On a dial-feed machine a de- 
crease in feeding space from 18 to 9 
holes produced an average increase in 
output of about 4 per cent. 

(c) These results are consistent 
with the view that (i) a feeding space 
near the minimum limit is detrimental 
to output because there is little chance 
of recovery from lapses in the rate of 
feeding, and (ii) an increase in feed- 
ing space suggests a slower rate of 
movement of the feeding mechanism 


and tends to induce a slower rate of 
working on the part of the operator. 
There accordingly seems to be an op- 
timum feeding space which may be 
found to vary for different individuals. 

(d) A dial which was half the size 
and had haif the number of holes but 
moved at twice the angular speed of 
another dial yielded an average in- 
crease in output of approximately 17 
per cent. The increase seemed to be 
due to the suggestive effect of the 
greater speed of the smaller dial. 

Several other significant conclusions 
are given in this report. By S. Wyatt 
and J. N. Langdon (assisted by F. G. 
L. Stock). Report No. 82, Industrial 
Health Research Board, London, 1938. 
54 pages. 


Production Conference 


The Production Conference of the 
American Management Association will 
be held at the William Penn Hotel in 
Pittsburgh on April 20-21. 


MARKETING MANAGEMENT 


Are Fair-Price Laws Working? 


The use of fair-trade laws and the 
regard in which they are held vary 
widely from trade to trade and from 
industry to industry. 

In book publishing, for example, 
almost all the large general publishers 
use fair-price contracts, but in the 
grocery field manufacturers are most- 
ly exercising their privilege of ignor- 
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ing fair-trade laws. About 400 of the 
7,000 manufacturers of drug-store pro- 
ducts have announced that they are 
considering price-maintenance agree- 
ments. In industries other than these, 
however, producers are still feeling 
their way or listening for the lordly 
voice of the consumer or retailer. 

In the electrical appliance field, 
price-maintenance is stumbling over 
discount, trade-in, and “service” snags. 
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While contracts are plentiful in the 
radio trade, almost no legal action is 
being taken on complaints; this condi- 
tion, plus lack of uniformity in trade- 
in allowances, has resulted in a com- 
plete breakdown of the radio-set price 
structure in New York City. 

Besides striking these reefs, fair- 
price laws are threatened by the quick- 
sands of utter indifference, or even 
by enthusiastic support, from the big 
retail “villains” whom the laws were 
designed to curb. Furthermore, manu- 
facturers of nationally advertised 
brands of drugs and grocery products 
have steadily cut prices; as a result, 
retail prices are coming down with- 
out retail price-cutting. Finally, fair- 
trade laws are losing some of their 
friends as leaders of the salesclerks’ 
unions cast anxious eyes at the onward 
march of the vending machine, which 
has assumed an increasingly important 
role in the selling of price-fixed pack- 
aged goods. 

The future of the fair-trade laws 
undoubtedly lies in this direction: 
Continued hatred of mandatory fair- 
price legislation by practically all 
business managers; continued experi- 
ment under permissive fair-trade laws; 
the addition from time to time of new, 
weird, and generally screwball effects; 
and millions of hours of discussion, 
leading eventually to better all-around 
relations between producer and dis- 
tributor—possibly without applying 
the laws at all. . 

And in the long run fair-price leg- 
islation will either prove its case to 
the thoroughly antagonistic and rapid- 
ly growing consumer movements, or 
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be led by the big advertisers to the 
execution block. By Edwin Laird 
Cady. Forbes, March 1, 1938, p. 12:3. 


A Plan for Pre-testing Industrial 
Advertisements 


Of all advertisements, the ones most 
in need of the safeguard of a pre-test- 
ing procedure are those aimed at in- 
dustry. A “controlled opinion test” is 
suggested as the most effective method 
of determining how advertisements 
would affect prospective customers if 
published. 

This is a fairly inexpensive test. Ad- 
vertisements are carried only as far as 
rough layout form, and proofs printed 
by offset are submitted to a list of 
really typical prospects. A set of about 
six experimental advertisements should 
be sent to the prospective customers, 
along with a letter inquiring which ad- 
vertisement appeals to them most and 
a request that they rank all advertise- 
ments from first to last. It is best to 
have the rankings entered at the bot- 
tom of the letter, so that the proofs 
need not be returned; to begin the let- 
ter with an impersonal salutation and 
make it appear as much like a circular 
as possible, so that the recipients will 
not think that the next move will be 
a follow-up by your salesmen; and to 
use a government-stamped return en- 
velope rather than a business reply en- 
velope. You will find the prospects 
quite ready to rank the advertisements, 
and as a rule you may safely assume 
that the advertisement which ranks 
highest will make the most sales. 

As to the number of replies neces- 
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sary, as few as 30 may be sufficient, or 
perhaps more than 100 will be needed. 
A rough rule is to divide answers into 
two random groups; if both groups 
give the same result, you can be pretty 
sure that all the additional answers 
you could obtain would not change it. 
The cost of pre-testing will seldom be 
more than 20 per cent of the cost of 
advertising space, and the procedure 
will scarcely ever fail to produce ad- 
vertisements 50 per cent more effective. 
By S. H. Giellerup. Industrial Market- 
ing, March, 1938, p. 9:3. 


Good Sales Letters: Il 


The closing of a sales letter, like 
the beginning, should be friendly and 
warm. It is doubtful if such “stunt” 
endings as “yours for profit,” “yours 
for better appearance,” or “yours for 
easier living” are effective. “Yours 
truly” is cold. “Yours very truly” is 
cool. “Yours sincerely” is warm and 
sincere. “Yours very sincerely” at- 
tempts too much sincerity, and may 
not be believed. Women like “yours 
respectfully.” 

Letters should be signed in ink, 
though not necessarily by the writer 
himself. Plate signatures are no longer 
as effective as when the idea was new. 
A recent study of the effect of such sig- 
natures on a cross-section of readers 
revealed that 75 per cent of them were 
able to distinguish a “cut” signature 
from the original written signature. 
Eighty per cent of those surveyed said 
that pen-and-ink signatures influence 
them more favorably. 


Thursday is the day when readers 
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pay more attention to the contents of 
letters than on any other day of the 
week. By Richard Coleman. Office 
Management, March, 1938, p. 20:1. 


Where Cash Counts 


Because executives of the Minne- 
apolis Moline Power Implement Co. 
believe that it is as important for sales- 
men to get cash for what they have 
sold as it is for them to make a sale, 
compensation of their salesmen is 
based on the amount of money received 
from customers rather than on the 
volume of orders. The foundation of 
the plan is a price policy that makes 
it attractive for dealers to pay cash, 
and the company sells only to dealers 
with a high credit rating. There are 
but three discounts—one for time 
sales, one for cash, and another for 
cash on orders of $750 and over. 

If salesmen were paid for the size of 
their orders, they might concentrate on 
sales, possibly neglecting to emphasize 
the advantages of the liberal discount 
schedule and overlooking collection of 
past due accounts. Therefore each 
salesman is paid a commission of 2 per 
cent of the net amount of cash received 
by the company from his territory. In 
addition, the company pays him a flat 
salary of $125 a month, supplies him 
with an automobile and mileage ex- 
pense, and allows him $3 a day for 
personal living expenses while travel- 
ling. 

This plan not only eliminates a spe- 
cial collection department and reduces 
accounts receivable to a minimum, but 
it actually accomplishes what it was 
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designed to accomplish. In 1937 the 
concern received 90 cents for every 
dollar of sales—a considerable achieve- 
ment for a company handling products 
that require a heavy investment. By 
George L. Gillette. Printers’ Ink, Feb- 
ruary 17, 1938, p. 15:2. 


18 Elements of Danger in 
Making Mail Surveys 


Among the obvious handicaps which 
can affect the results of almost any 
mail questionnaire are the following: 

1. Mail questionnaires must neces- 
sarily be brief. 

2. Mail investigations are more 
costly than is generally assumed. 

3. The percentage of mail returns 
is almost invariably small; a 10 per 
cent response is generally accepted as 





about average for this type of work. 
4. There is no way of knowing that 
the people willing to reply are repre. 


‘sentative of the whole group. 


5. Certain occupational groups an. 
swer much more than others. 

6. The respondent to the mail in. 
vestigation may not be the person who 
was addressed. 

7. The response from users will be 
greater than from non-users. 

8. Responses are confined largely 
to those particularly interested. 

9. Those who think “No” on con- 
troversial questions are more willing 
to answer than those who think “Yes.” 

Other elements of danger in making 
mail surveys are listed and discussed 
in this article. By Philip Salisbury. 
Sales Management, February 15, 1938, 
p- 28:4. 


FINANCIAL MANAGEMENT 


Inventory Profits in the 
Business Cycle 


The greatest portion of industrial 
inventories is analogous to water in the 
pipes of the economic production sys- 
tem. They cannot be drawn off and 
consumed without stopping the opera- 
tions of the system. An increase in the 
prices at which these inventories are 
valued produces an apparent profit, 
but this gain is fictitious and unex- 
pendable; it could not be converted 
into cash without liquidating the inven- 
tories. Such a profit is in effect an un- 
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realized (and in practice largely un- 
realizable) capital gain, yet it has been 
treated by most accountants, statisti- 
cians, and economists as current in- 
come—even as a part of our national 
income. 

It is a comparatively easy matter to 
eliminate unrealized inventory gains 
and losses from statements of business 
income, but the methods for accom- 
plishing this have not received any 
general acceptance. Business men make 
their decisions as though fictitious in- 


ventory gains (amounting in some 


years to several billions of dollars) 
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were expendable, and the effect of this 
misunderstanding is to aggravate the 
cyclical fluctuations of business. The 
elimination of fictitious inventory 
gains and losses from current income 
statements would be an important con- 
tribution toward moderating cyclical 
extremes. By Henry B. Arthur. The 
American Economic Review, March, 
1938, p. 27:14. 


Converting Inventory Into 
Collateral 


Financing and inventory control, 
two of industry’s perennial problems, 
are being eased, if not solved, by 
an ever-increasing number of firms 
through the medium of field ware- 
housing. 

In its basic. principle field ware- 
housing is the acme of simplification. 
It is merely a system of bringing the 
warehouse to the commodity at any 
point in its natural flow instead of 
conveying the commodity to the ware- 
house.. Instead of transferring goods 
to a huge building in another part of 
the city or even to a distant city to be 
given in bailment to a bonded ware- 
houseman, the warehouseman comes to 
the customer’s plant, takes over his 
storage facilities, and converts them 
into a bonded warehouse. 

The legal basis and mechanics of 
the procedure are well established. 
The field warehousing organization 
and the firm with goods to store ne- 
gotiate a contract individualized to 
meet the particular situation but cov- 


| ering several basic points. The back- 


bone of the agreement provides for 
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transfer of title to the commodity to 
be stored to the warehouseman under 
the conventional terms of a bailment, 
the leasing of storage space by the in- 
dustrial firm to the warehouseman 
(usually at a nominal rental, with 
maintenance to be handled by the les- 
sor), arrangement for a custodian and 
his bonding, and, of course, the fee. 
The space customarily leased is that 
previously used for the storage of in- 
ventory. 

These comparatively simple ar- 
rangements enable the issuance of the 
bonded warehouse receipt, an instru- 
ment traditionally prized by bankers 
as collateral. The result is to convert 
inventory into a liquid asset. Other 
salient attractions of the system are a 
low interest rate and the extremely 
careful control of inventory which 
field warehousing entails. Finally, by 
interesting customers in establishing 
field warehouse facilities at their 
plants, a producer can ship his mer- 
chandise to its market and yet main- 
tain absolute control over it until it is 
actually purchased, either by firm 
order or on cash terms. 

It is these fundamentals that have 
promoted such a rapid growth in utili- 
zation of the service in the last 10 
years. By Alan Sturdy. Commerce, 
February, 1938, p. 20:3. 


Customers’ Accounts 


For many years the customers’ ac- 
counting of the Century Electric Co., 
St. Louis, Mo., was done by means of 
the conventional bookkeeping machine 
method. Some five years ago, how- 
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ever, this concern was prompted to in- 
augurate the use of its tabulating 
equipment on receivable accounting, 
with the purpose of increasing efficien- 
cy in this work. 

A code number was provided for 
each customer’s account because the 
numerical tabulator was used. With 
the account numbers also shown on 
the statistical copy of the billing, it 
was possible to determine sales to each 
customer monthly and also to sum- 
marize this information quarterly and 
annually in a sales analysis made by 
means of the tabulating equipment. 
From the annual sales analysis study 
a realization of the facts on cost of 
handling and accounting for custom- 
ers’ orders, as well as selling costs, 
was manifested. 

This study, covering two successive 
years, showed: 

1. Almost three-fourths 
total number of active accounts dur- 
ing the periods were for purchases 
under $100 per year. 

2. These customers furnished only 
about 6 per cent of the total billing 
in dollars. 

3. These accounts averaged 2.6 
orders per account per year and under 
$10 average purchase value. 

With this knowledge the sales de- 
partment resolved to better the direc- 
tion and control of the salesmen’s 
activities. In conjunction with the 
sales department’s efforts the account- 
ing department devised a simplified 
routine termed “ledgerless bookkeep- 
ing” for the smaller accounts, handl- 
ing only the large purchase accounts 
on the tabulating machines and ledger. 
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This article, which is illustrated 
with several exhibits, describes the 
system in detail. By Harold W. 
Luenstroth. N. A. C. A. Bulletin, 
January 15, 1938, p. 561:20. 


Seven Ways to Raise Capital 


A surprising number of capital 
sources exist outside of the investment 
and commercial banking fields. Im- 
portant ones include: 

Installment buying: The purchase of 
new and improved industrial equip- 
ment on installment terms is a fruitful 
source of “intermediate” credit for 
business. The down payment may be 
25 per cent of the purchase price, and 
the payment period may be three or 
even five years. Charges include 6 per 
cent simple interest and a_ service 
charge which varies according to the 
term of the obligation. 

Community drive: Astonishing stores 
of local capital can often be uncovered 
with Chamber of Commerce aid when 
a company employing local people 
faces a shutdown or a move to another 
community. 

Security sales by employees: An- 
other method of uncovering local cap- 
ital is through the sale of company se- 
curities by employees. If the issue is 
for less than $100,000, or if the com- 
pany does business locally, is incor- 
porated in the state, and sells the se- 
curities only in the state, the stocks 
need not be registered with the SEC 
and must comply only with state reg- 
ulations. 

Factoring: The cash sale of accounts 
receivable to a factor as soon as goods 
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are shipped to customers results in a 
helpful net addition to a company’s 
working capital. 

Direct Federal Reserve loan: For 
over three years the 12 Federal Re- 
serve banks have been providing work- 
ing capital for a number of companies 
by means of five-year loans. To se- 
cure such a loan, the borrower must 
have been turned down by his commer- 
cial bank; and other conditions must 
be met. 

Indirect Federal Reserve loan: Loans 


INSURANCE 


with maturity up to five years can be 
made by commercial banks for dis- 
count by the Federal Reserve Bank. 

RFC loan: Borrowers who cannot 
obtain credit through such private 
agencies as banks may be able to ob- 
tain loans of five years or less from 
the Reconstruction Finance Corpora- 
tion. 

A program for the sale of securities 
by employees is briefly described in 
this article. By Harwood F. Merrill. 
Forbes, March 15, 1938, p. 16:3. 


Insurance abstracts are contributed by P. D. Betterley, Insurance 
Consultant, Assistant Treasurer, Graton & Knight Company. 


Occupational Disease Court 
| Definition 


A leading case on the definition of 
occupational diseases in New York is 
the matter of the claim of Shirley 
Goldberg vs. 954 Marcy Corporation 
and Maryland Casualty, decided in 
January by the highest court in New 
York. 

Analyzing the law, the Court of Ap- 
peals ruled that O. D. compensation 
is restricted to diseases resulting from 
the ordinary and generally recognized 
risks incident to a particular employ- 
ment, and usually from working there- 
in over a somewhat extended period. 
Such disease, said the court, is not the 
equivalent of a disease resulting from 
the general risks and hazards com- 
mon to every individual regardless of 


April, 1938 


the employment in which he is en- 
gaged. Manifestly, declared the court, 
it was not the intention of the legisla- 
ture to change the workmen’s compen- 
sation law to a law insuring against 
disease which might happen to be con- 
tracted while the employee was en- 
gaged in his occupation. The Casual- 
ty Insuror, February, 1938, p. 17:1. 


Water Damage Insurance 


Water damage insurance protects 
the assured against all direct loss or 
damage caused solely by the acciden- 
tal discharge, leakage, or overflow of 
water or steam from named sources. 

There are a number of hazards that 
are not covered by the policy, such as 
seepage, leakage, or influx of water 
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through building walls, foundations, 
lowest basement floors, sidewalks, or 
sidewalk Jights; second, damage 
caused by floods, backing up of 
sewers, and influx of the tide; third, 
water damage caused by fire, wind- 
storm, hail, cycle, etc.; fourth, dam- 
age caused by negligence on the part 
of the insured to exert reasonable care 
to preserve property at and after a 
water damage. These particular haz- 
ards are known in some cases to exist, 
but are not common to a majority of 
risks, hence the exclusion. 

In writing water damage policies, 
co-insurance is usually mandatory on 
properties valued under $250,000, the 
insured agreeing to carry an amount 
of insurance equal to a particular por- 
tion of the value of the property to 
be insured. The Spectator, February 
24, 1938, p. 12:4. 

Editor’s Note: While the foregoing 
article pertains especially to water 
damage, it might be well for insureds 
to consider whether they have the risk 
of damage due to leakage of chemicals 
which are used in industrial processes 
or which may be in storage. Special 
arrangements would need to be made 
with underwriters for protection in 
such cases. 


Non-Ownership Automobile 
Liability Cover 


Non-ownership automobile liability 
insurance is a necessary part of any 
complete insurance program. 
quite likely that there will be occasion 
to hire cars and occasion to ship mer- 
chandise by means of a contract car- 
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rier. Accid ats resulting from the op- 
eration of such automotive equipment 
can well result in a loss to the em- 
ployer. It is important to have the § 
coverage written by the same carrier, 
as this will avoid many questions of 
coverage. 

Employers have attempted to estab- 
lish a program whereby employees 
are required to buy insurance on their 
own automobiles and the employer 
then relies on the additional interests 
clause for his protection. Every em- 
ployer should at least encourage the 
purchase of automobile insurance on 
the part of his employees. This is 
primarily for the employees’ own good, 
but for an employer to rely on such 
insurance for his own protection is 
unsound. 

Why not rely on primary cover? 
The policies themselves must be se- 
cured and checked as to company, lim- 
its of liability, etc. The employee 
may drive some other person’s car, he 
may acquire a new car and fail to 
notify his carrier, or his insurance 
may be cancelled without knowledge 
of the employer. The disadvantage of 
relying on the insurance purchased by 
employees is indicated by the recent 
liquidation of Chicago Lloyds. The 
Insurance Post, February, 1938, p. 5:2. 

Editor’s Note: The author of the 
foregoing article has properly pointed 
out that there are some hazards in 
connection with the operation of cars 
which would not be safeguarded by 
merely checking the policies of the 
employee, even though the employers 
are classed as one of the insureds. It 
is agreed also that there is some haz- 
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ard in relying upon the “omnibus 
clause,” but if the employer requires 
policies to be sent in for inspection 
and copies retained on file, if he re- 
quires the additional interest and notice 
of cancellation, his hazards will not be 
so serious as may be implied by the 
above mentioned article. It makes a 
great deal of difference if there is a 
widespread risk and if the employees 
are driving extensively in urban areas. 

Without question, there is merit. in 
non-owner’s contingent insurance, but 


an analysis of each: insurable risk -. 


should be made before assuming that 
it is economical to purchase such pro- 
tection in the manner in which it is 
usually written. 


Important Marine Insurance 
Decision 


A United States Supreme Court de- 
cision of moment was handed down in 
January in the case of Lanasa Fruit 
Steamship & Importing Co., Inc., vs. 
Universal Insurance Company. It 
leaves little doubt of underwriters’ li- 
ability for decay of perishable cargo 
due to delay under F. P. A. conditions. 


A steamer laden with bananas was 
stranded, and before she could be 


floated, the bananas became a total. 


loss through rotting. Claim was de- 
clined on the ground that the proxi- 
mate cause of loss was delay and in- 
herent vice and not a peril covered by 
F. P. A.. conditions. The Supreme 
Court declared that the “real. efficient 
cause” of the rotting of the bananas 
was the stranding, and as this was one 
of the accepted risks under F. P.- A. 
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conditions, liability for the loss fell 
under the policy. 

‘This decision determines beyond 
further contention underwriters’ }iabil- 
ity for deterioration of perishables un- 
der circumstances such as those in this 
case and reduces by one the sources 
of irritation between the insuring pub- 
lic and the underwriters; and it clear- 
ly defines the extent of risk in F. P. 
A. insurance on perishables. The 


Weekly Underwriter, February. 12, 
1938, p. 417:2. 


Spontaneous Ignition and Its 
Prevention 


There. is little if any chemical re- 
action between most combustibles and 
the oxygen of the air at ordinary tem- 
peratures, but, when heated sufficient- 
ly, reaction begins and continues until 
the combustibles reach a temperature 
at which the reaction becomes self- 
sustaining. 

No sharply defined classification of 
substances subject to spontaneous 
ignition has been worked out, but for 
convenience they may be divided into 
four groups: (1) Substances not 
themselves combustible, but which 
may cause ignition. Calcium oxide 
(unslaked lime) is the outstanding 
member of this group. (2) Sub- 
stances having ignition points below or- 
dinary temperatures, as, for example, 
the hydrides of phosphorus and silicon 
in the presence of air. Chemical train- 
ing is necessary for the safe use of 
such substances. (3) Combustible: 
substances:.which may. undergo suffi- 
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cient oxidation at ordinary tempera- 
tures to reach their ignition point, 
such as easily oxidized vegetable oils, 
fats, certain metals in finely-divided 
state, metallic sulphides, charcoal, and 
coal. (4) Organic combustible sub- 
stances, including agricultural pro- 
ducts such as hay and grain. The 


Weekly Underwriter, March 5, 1938, 
p- 580:1. 


Insurance Conference 


The Imsurance Conference of the 
American Management Association will 
be held at the Chalfonte-Haddon Hall, 
Atlantic City, N. J., on May 9-10. 





Survey of Books for Executives 





Wage Incentive Methods. By 
Charles Walter Lytle. The Ronald 
Press Company, New York, 1938. 
468 pages. $6.00. 


This book is a crystallization of the 
entire subject of wage incentives, out 
of the great mass of developmental 
and empirical literature of the past 
half century. The author has done 
much in organizing and classifying the 
25 or 30 outstanding incentive plans 
which have been developed since Fred- 
erick W. Taylor’s original contribu- 
tion, “A Piece Rate System.” 


This is a valuable contribution, 
when one considers the great amount 
of literature available eulogizing the 
merits of each respective plan. The 
book, in its revised printing, is an im- 
proved, up-to-date version of the orig- 
inal work, published in 1929, which 
at that time was characterized as the 
most comprehensive and original treat- 
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ment of the subject available. All of 
these plans have been analyzed for 
their relation between rate of produc- 
tion, resulting earnings, and unit cost. 
This has made it possible for the av- 
thor to sift the great variety of plans 
down to 10 fundamental ones, from 
which may be selected a production 
incentive plan for almost any conceiv- 
able industrial requirement. 

Earnings curves, generously pro- 
vided throughout the text, illustrate the 
effects created by the plans under dis- 
cussion. The incentive value of each 
respective plan, which the author char- 
acterizes as the important thing in the 
selection of a plam for a given situa- 
tion, is pictured in these curves so that 
one may not only see the distinctive 
characteristics, but also the similarities 
in the plans. 

Group application of incentive plans 
as treated in this book is especially 
timely in the light of the recent inter- 
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est in this phase of wage payment for 
promotion of teamwork and reduc- 
tion of clerical operation costs. 

The author’s wide range of treat- 
ment of incentive plans is further il- 
lustrated by the section on setting job 
rates, which covers base rates, indi- 
vidual job rates, competitive wage rates, 
and the fundamental base or minimum 
wage rate, frequently called the start- 
ing wage. 

One especially helpful chapter gives 
the possibilities of combining the fea- 
tures of more than one type of incen- 
tive to meet specific requirements. I]- 
lustrations have been given of com- 
bined time, bonus, and piece-rate wage 
payment, together with added supple- 
mentary factors, such as quality of 
product, waste elimination, length of 
service, etc. 

Incentive plans for indirect work, as 
comprehensively covered in this vol- 
ume, reveal great possibilities in cost 
reduction through the provision of an 
incentive to people not directly en- 
gaged in the productive operations of 
a plant. This treatment will be valu- 
able, particularly because it makes 
possible a simplified application of the 
principle of added compensation for 
increased accomplishment on work re- 
quiring more involved means of re- 
sult measurement. 

Chapter 21, dealing with recent de- 
velopments in incentive practices, is 
particularly illuminating to anyone 
who has studied the incentive problem 
in industry during the past few years. 
A short chapter on the present need of 
incentives by employees is likewise 
very impressive. 
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Unions in, incentives out, and then 
what? The author gives alternatives 
to employers who are prevented by 
unions from applying the right wage 
incentive plans. 

It is impossible to comment on all 
the interesting phases of the subject 
treated by Mr. Lytle. There is, for 
example, an appendix on methods of 
studying wage incentives, which covers 
the principles involved in actually se- 
lecting the proper incentive plan for 
a given wage incentive case. Through- 
out the entire book, extensive biblio- 
graphy is provided for further detailed 
reading on any type of wage incen- 
tive plan in any industry or trade. 

“Wage Incentive Methods” is an au- 
thoritative textbook on this subject, 
and will without question be used as 
such by all students and practitioners 
of systematic incentives for better ac- 
complishment. 

Reviewed by E. E. Brinkman. 


A Statement of Accounting Prin- 
ciples. Prepared by Thomas H. 
Sanders, Henry R. Hatfield, and 
Underhill Moore. American Insti- 
tute of Accountants, New York, 
1938. 138 pages. 75 cents. 


This handbook is the result of the 
labors of three men of the highest 
standing in the field of accounting. It 
brings together the best modern prac- 
tice in accounting and consists essen- 
tially of a statement of preferred pro- 
cedure together with alternative meth- 
ods. The first part of the book is de- 
voted to a general statement of the 
principles of accounting; the second 
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and third parts are devoted respective- 
ly to the income statement and the bal- 
ance sheet, with a detailed statement 
on the best methods of treating all 
items that appear in those statements. 
For example, in the part devoted te the 
balance sheet there is discussion bring- 
ing out the fine distinctions that must 
be considered in deciding whether an 
item should be carried as a deferred 
charge or as a prepaid expense. The 
discussion contains a statement of the 
principles which should govern the 
treatment of these items. Altogether, 
six pages are devoted to this one prob- 
lem. 

The book concludes with three parts 
devoted respectively to Consolidated 
Statements, Comments and Footnotes, 
end finally, A Summary of Account- 
ing Principles. 

This volume should be invaluable 
to accountants who wish to have an 
authoritative and up-to-date summary 
of the best accounting practice. While 
its greatest value will be to the prac- 
ticing accountant, it will also be a use- 
ful textbook for students of advanced 
accounting. The American Institute of 
Accountants is to be congratulated for 
making this important work available 
to the general public. 

Reviewed by Edward N. Hay, The 
Pennsylvania Company, Philadelphia. 


The Art of Packaging. By D. E. A. 
Charlton. The Studio Publications, 
Inc.; London, 1938. 127 pages. 
$6.00. yea 


_Mr.. Charlton takes as. his premise. 
that there are in the market today a 
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very large number of ineffective pack- 
ages and that to be successful a manuv- 
facturer must periodically appraise his 
package in accordance with definite 
standards, in order to attain four ma- 
jor objectives: protection, convenience, | 
consumer appeal, and adaptability. Mr. 
Charlton: presents a means of attaining 
these objectives through careful analy. 
sis of the various elements that com- 
pose the package; his book is. largely 
a.check list against which any produ- 
cer can compare his package with ar- 
bitrary standards which should be ad- 
hered to. 


Included in the volume is a discus- 
sion of the fundamentals of various 
types of packages, materials, and con- 
struction of packages now on the mar- 
ket, and the basic factors to be consid- 
ered in designing a new package. There 
are also excellent chapters on pack- 
aging machinery, different types of 
counter and floor displays, the neces- 
sity for package redesign, and the fu- 
ture of packaging in this country. 

The book is profusely illustrated 
with outstanding packages of all types, 
exemplifying the points which the auv- 
thor makes. These illustrations are ac- 
companied by footnotes which indicate 
the essential features of the packages 
shown. i 

A helpful feature is the excellent 
index of packages and package design- 
ers which will enable anyone reading 
the book to. turn immediately to a.prod-. 
uct similar to his for checking pur- 
poses. Any packaging manufacturer 
will find this book a worthwhile addi- 


tion to his library and an aid in the 
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practical solution of his packaging 
problems. . 

Reviewed by Henry J. Howlett, Sec- 
retary, American Management Associa- 
tion. 


. | Personality in Formation and Ac- 


_ tion. By William Healy, M. D. W. 
W. Norton & Company, Inc., New 
York, 1938. 204 pages. $2.00. 


From the psychiatric field come in- 
teresting confirmations of conclusions 
arrived at by wise and experienced 
personnel directors. Dr..William Healy, 
whose record in the field of psychiatric 
research and the practical application 
of psychiatric principles is outstand- 
ing, presents in this book an account of 
what he has learned through “daily 
exploring the foundations of person- 
ality and behavior with preventive and 
therapeutic aims in mind, and observ- 
ing the results of efforts at treatment.” 
His discussion is organized under the 
titles, “The Materials of Personality 
Formation,” “The Developing and 
Emerging Personality,” “Personality 
in Widening Relationships,” and “Im- 
plications for the Future.” 

Especially pertinent for those in the 
personnel field is the chapter on “Per- 
sonality in Widening Relationships.” 
The characteristics of successful exec- 
utives have been frequentl; discussed, 
as have the attitude of rank and file 
employees toward leaders and the 
workers’ need for leadership. Dr. 
Healy outlines this field with fresh in- 
sight and with the authority of his 
wide experience. 

The book analyzes the more import- 
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ant psychiatric aspects of employee at- 
titudes. First is the capability and will- 
ingness of employees to be loyal to 
their company if they are given a 
chance. Hostile feelings toward the 
company arise almost universally 
through resentment directed against 
real or fancied injustice at the hands of 
some particular person, usually the im- 
mediate supervisor. This is a confirm- 
ation of the widespread belief at the 
present time among progressive com- 
panies that much more attention should 
be given to the training of the foremen 
and “straw bosses” in right attitudes 
toward workers. Here is the real source 
of most industrial relations problems 
and a source that continues to make 
trouble often for companies which 
have exerted themselves to the utmost 
in their attempt to provide good work- 
ing conditions. 

Dr. Healy places second in import- 
ance as determining employee atti- 
tudes the desire for security; and he 
speaks of security of prestige as well 
as economic security. This conclusion 
checks with such surveys as those 
made by Whiting Williams, who has 
emphasized this point as a result of 
his studies of workers. 

The third point which Dr. Healy 
considers of importance is the “funda- 
mental striving for recognition, for 
being appreciated as having personal 
worth.” He adds that “if in an organ- 
ization it is not practicable for an em- 
ployee to receive individual recogni- 
tion, the worker feels that at least his 
group should have the satisfaction of 
being recognized.” This has been ac- 
knowledged by students of the trade 
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union movement as one of its basic 
underlying motives. Jt is significant to 
see this point made in a treatise such 
as Dr. Healy’s, where it has been ar- 
rived at as a result of psychiatric 
study of human personality. 

The volume has been written for the 
lay reader, and is of unusual interest 
throughout. . 

Reviewed by Leona Powell. 


The Labor Movement in America. 
By Marjorie R. Clark and S. Fanny 
Simon. W. W. Norton & Company, 
Inc., New York, 1938. 208 pages. 
$2.00. 


This is one of the most comprehen- 
sive studies of the genesis and history 
of the American labor movement to 
appear in recent years. 

“The Labor Movement in America” 
is not the record of an isolated con- 
flict on the part of labor. Rather, the 
history of American labor organiza- 
tion has been linked by the authors 
with the general economic and politi- 
cal life of the country. Throughout 
the work the authors show how the 
labor movement has adapted itself to 
fundamental changes in industry and 
business and how it has influenced and 
been influenced by political develop- 
ments. Starting with the earliest fac- 
tory system in the United States (es- 
tablished after 1789 in the cotton tex- 
tile trade), the book traces these inter- 
relationships through the first attempts 
on the part of skilled workers to or- 


ganize; the formation of the Knights . 


of Labor in 1869; the founding of the 
American Federation of Labor in 


140 


1886; the situation of trade unionism 
during the War and post-War periods; 
and the activities of the New Deal Ad- 
ministration in the field of labor leg. 
islation. The concluding chapter 
deals with the swift emergence and 
amazing growth of the CIO. 

Miss Clark was formerly a member 
of the Research Department of the 
American Federation of Labor, and 
Assistant Director of the Labor Rela. 
tions Division of the Farm Security 
Administration; her co-author was for 
some years on the faculty of the Rand 
School for Social Science. No at. 
tempt has been made to disguise their 
pro-labor sympathies. 


The Robinson-Patman Act. By 
Wright Patman. The Ronald Press 
Company, New York, 1938. 408 
pages. $4.50. 


This analysis of the Robinson-Pat- 
man Act was prepared by its co-author 
in response to hundreds of requests for 
information, received from manufac- 
turers, sales executives, advertising 
men, retailers, wholesalers, and others 
affected by the Act. It is thus an au- 
thoritative ‘interpretation of what is 
prohibited and what is permitted by 
this fair trade law. 

The author has attempted to clarify 
the intent and scope of the Act, es 
tablish its function (which he declares 
is to “serve rather than to circum- 
scribe business”), and outline the 
management policies which insure 
honest operation under the statute. The 
book examines the various clauses of 
the Act one by one and defines the 
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unfair practices which they are de- 
signed to prohibit. Among the sub- 
jects considered are: cash discounts 
and terms of sale; 
allowances; brokerage; transportation 
charges; free goods and special deals; 
premiums; selection of customers; 
wholesalers; exemption as to perish- 
ables, obsolescence, etc.; lawful price 
discriminations; proportionally equal 
terms; cooperatives, and pool buying 
and selling; the scope of competition. 

Representative Patman’s analysis 
does much to dispel the confusion 
which still exists as to how business 
can operate legally and advantageous- 
ly under this Act. Included in the 
volume are numerous lists of illustra- 
tive questions and answers, and sever- 
al extensive appendices. 


The Folklore of Capitalism. By 
Thurman W. Arnold. Yale Univer- 
sity Press, New Haven, 1938. 400 
pages. $3.00. 


In this interesting though conten- 
tious political study Professor Arnold 
applies to a broader field the same 
point of view contained in a previous 
work, “The Symbols of Government,” 
published in 1935. 

In this present volume the author 
advances his analysis of the way Am- 
erica thinks and acts. He compares 
its tenets or “folklore”—especially 
those of its learned citizens—with the 
views of the University of Paris in the 
Middle Ages, which formally banned 
quinine as a curative for fever, since 
its use controverted the opinions of 
scholars, who attributed fever to va- 


April, 1938 


promotional 


pors in the blood. Thurman Arnold is 
a redoubtable—and amusing—critic 
of such views as they prevail in our 
own day. He is concerned with how 
things function rather than with the 
moral principles people impute to 
them. 

Six chapters of the book are devoted 
to an analysis of various “myths” con- 
nected with the personification of in- 
dustrial enterprises: The Personifica- 
tion of Corporation (which explains 
“how great organizations can be 
treated as individuals, and the curious 
ceremonies which attend this way of 
thinking”); The Effect of the Anti- 
trust Laws in Encouraging Large Com- 
binations; The Ritual of Corporate Re- 
organization (in which Professor Ar- 
nold explains how the debts of an in- 
dustrial organization are forgiven 
through the “doctrine of vicarious 
atonement”) ; The Benevolence of Tax- 
ation by Private Organization; The 
Malevolence of Taxation by the Gov- 
ernment; The Social Philosophy of 
Tomorrow. The prophetic title of the 
last named chapter is misleading, for 
in it unfortunately the author plays 
safe and declines to be specific. 

When he descends to personalities, 
Professor Arnold can be merciless. 
“Norman Thomas was not regarded as 
dangerous,” he declares. “He preached 
Christian ethics in government in a 
perfectly respectable way. At no time 
did he appear to offer the possibility 
of putting these ideals into practice. .. 
He symbolized a conflicting ideal 
without creating a practical working 
institution which interfered with any 
of the ideals that Socialism contra- 
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dicted. Thus conservatives liked’ to 
have him around, just as respectable 
married people of the Victorian age 
liked to read about Lancelot and Guine- 
vere and admired Tennyson for writ- 
ing the ‘Idylls of the King.’ This is 
what a friend of mine meant when he 
said Norman Thomas made him 
‘think.”” However, continues Pro- 
fessor Arnold, the emergence of ac- 
tual institutions to practice a few of 
the ideals which Norman Thomas 
merely preached, threw things com- 


pletely out of focus. “It was as if 
Lancelot and Guinevere had suddenly 
appeared to conduct their affair next 
door to Mr. Tennyson (who would 
have been one of the very first to move 
out of the neighborhood) .” 

“The Folklore of Capitalism” jis 
crowded with telling illustrative ma. 
terial. Though the author’s political 
philosophy is not likely to find general 
acceptance, the book is one of the 
most readable studies of its kind 
to be issued in recent years. 


Briefer Book Notes 


SHARING THE WEALTH. By John Rustgard. Nidar Book Company, Babson Park, 
Fla., 1937. 184 pages. $2.25. Mr. Rustgard contends that we can distribute neither more 
nor, less than we produce; that this distribution is governed by cosmic forces over which 


man no control; and 


that to combat those forces can have no other result than to 
diminish the amount available for distribution. 


To prove these contentions, he lays about 


him in iconoclastic style, smashing Ricardo’s “Law of Wages” in the fourth chapter, Henry 
paps “Law of Rents” in the fifth, and manhandling several other economic divinities 
in other 


portions of the book. 


HOW TO USE TALKING PICTURES IN BUSINESS. By Lyne S. Metcalfe and H. 


G. Christensen. H 
is a reference manu 


r & Brothers, New York, 1938. 246 pages. $3.50. 
in non-technical terms to answer most of the questions which arise 


This volume 


about the methods of making industrial motion picture films, including costs, script writing, 


ap tus, production problems, and countless other items. 
helpful to be advertiser who wants to make pictures with economy and 


By Gilbert T. Hodges et al. The H. W. Wilson Company, New 
A symposium of vocational essays by eminent Americans. 
from the wealth of knowledge gained through years 
s the inside story of his ee. or occupation, 
tions are essential for 9, 


MY VOCATION. 
York, 1938. 334 pages. $2.00. 
Each of the 25 contributors, writi 
of experience and observation, 


showing what it holds in store for the future and what quali 


It should prove exceedingly 


efficiency. 


success. A portrait and brief biography of the contributor precedes each article. 
MANAGING YOURSELF. By Milton Wright. McGraw-Hill Book Company, Inc., 


New York, 1938. 319 pages. $2.50. 


ss oui 


“that tired feeling,” increasing the power of concentration, 


Gives detailed and specific information on memory 


ering 


training, 
self-confidence, and setting practical standards of accomplishment. At the end of each 
chapter the author lists steps toward the desired results. 


PRACTICAL RADIO ADVERTISING. By Herman S. Hettinger and Walter J. Nef. 
Prentice-Hall, Inc., New York, 1938. 372 pages. $5.00. A comprehensive and up-to-date 


142 


The Management Review 





Park, 
more 
which 
an to 
about 
Henry 
nities 


nd H. 
olume 
arise 
riti 
dingly 


treatment of radio advertising, from the inception of the comer to the checking of ré- 
sults. Among the subjects covered by the book are: how to plan the radio campaign, how 
to select and schedule the program, be to select the cast, how to select the station and 
network, how to check resuits, how to handle listener response. The book is replete with 
specific uses of radio advertising; and it describes the results that have been obtained by 
those who have used advertising to sell their products. 


TESTED SENTENCES THAT SELL. By Elmer Wheeler. Prentice-Hall, Inc., New 
York, 1937. 214 pages. $3.75. A “tested selling sentence” is Mr. Wheeler's copyrighted 
term for a sentence that will make more sales than any other single sentence—a sentence 
that is claimed to produce results with scientific precision. This book is crowded with 
examples of such sentences and with interesting stories of actual sales campaigns that have 
centered around the use of tested sentences. The author shows how the slight twist of a 
phrase may spell success or failure in selling a product, and he describes the technique 
of building tested selling sentences and trying them on the customers. 


1938. 710 pages. $4.00. Essentially a textbook on cost accountihg for students in 
collegiate schools of business specializing in the field of public or private accounting. 
author has done a thorough and admirable job. 


SALESMANSHIP AND BUSINESS EFFICIENCY. By James Samuel Knox. The 
Knox Business Book Company, Oak Park, Illinois, 1937. 414 pages. $2.50. This is fan- 
damentally a course in applied psychology. Under the headings of Personality Develop- 
ment, Salesmanship, and The Human Element, the book outlines the psychological strategy 
that is essential for sales success. The author’s style is elementary. 


COST ACCOUNTING. By John J. W. Neuner. Business Publications, Inc., naa 
The 


NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS: 


| PROCEEDINGS OF THE FORTY-NINTH ANNUAL CONVENTION. The State Law 


Reporting Company, New York, 1937. 574 pages. $6.00. | federal and state com- 
missions were represented at this convention, which was held at Salt Lake City late last sum- 
mer. Included in the proceedings are noteworthy papers on the regulation of public service 
securities issues, rural electrification, the Federal Motor Carrier Act, the railroads, and the 
regulation of electric, gas, and telephone companies. 


CREDIT MANUAL OF COMMERCIAL LAWS: 1938. Edited by H H. Heimann, 
W. R. Montgomery, and Richard G. Tobin. National Association of Credit Men, New York, 
1938. 714 pages. $6.50. In this manual the National Association of Credit Men treats 
at length the various legal problems surrounding the extension of credit and summarizes 
the state laws and federal statutes with which creditors should be familiar. A lucid and 


comprehensive guide for credit men and business executives. 


__ LEADERSHIP IN THE NEW AGE. By Frederick Ellsworth Wolf. The Tuttle Pub- 
lishing Company, Inc., Rutland, Vt., 1937. 135 pages. $2.50. This “Guide to Leadership” 
is intended as a personal handbook for reference, self-analysis, and guidance in ] i 
principles, and as a textbook for formal instruction in classes and conferences. Appended 
to each chapter are a self-analysis sheet, suggestions for daily practice, and a personal 
rating chart. A poorly written and impracticable volume. 


THE CLASSIFICATION OF BOOKS. By Grace O. Kelley. The H. W. Wilson 
Company, New York, 1937. 200 pages. $1.75. This is an inquiry into the usefulness to 
readers of the systems of book classification now in use. Dr. Kelley presents to the library 
reader reasons for the insufficiencies and frustrations met with in using arrangements of 
books and card-records, and offers at the same time practical suggestions to librarian and 
reader for lessening these fundamental weaknesses. 


THE INTERSTATE COMMERCE COMMISSION: PART FOUR. By I. L. Sharfman. 
The Commonwealth Fund, New York, 1937. 550 pages. $4.50. This volume 
Professor Sharfman’s monumental study of the Interstate Commerce Commission. It not 
only provides a detailed analysis of the Commission’s organization and procedure, but pre- 
sents the author’s final conclusions with respect to the nature and ciguiltunte of the Com- 
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mission’s substantive powers and activities and its | praces status as a functioning tribunal, 


This work is an authoritative historical account an 


tury of the Comimission’s existence. 


critical appraisal of the first half cen 


AN INTRODUCTION TO BUSINESS. By Cleon Oliphant Swayzee and Clifford 
Milton Hicks. Farrar & Rinehart, Inc., New York, 1933. 691 pages. $3.75. An attempt 
to int beginning students not only with the functions and practice of modern business 
but with the economic institutions that facilitate the operation of individual business 
units. The presentation provides a general survey as well as a foundation for students 


preparing for specialized and advanced courses. 
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Energy and Business Values. By Halsey 
Taft Tichenor. Margent Press, New York, 
1938. 224 pages. $2.00. 


The International Economic Position of 
Argentina. By Vernon Lovell Phelps. 

: University of Pennsylvania Press, Phila- 
delphia, 1938. 276 pages. $3.00. 

NACOS Proceedings. Twenty-third Annual 
Meeting, National Association of Commer- 
cial Organization Secretaries, Buffalo, 
1937. 299 pages. 

1937 Yearbook of the American Institute 
of Accountants. American Institute of 
Accountants, New York, 1938. 549 pages. 
$2.20. 

Basic Accounting Principles. By Earl A. 
Saliers and Arthur W. Holmes. Business 
Publications, Inc., Chicago, 1937. 656 

_ pages. $4.00. 


Proceedings of the Thirty-first Annual Con- 
vention. The Association of Life Insur- 
ance Presidents, New York, 1937. 254 
pages. 
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Tests of 1936. By Oscar K. Buros. School 
of Education, Rutgers University, New 
Brunswick, N. J., 1937. 141 pages. 75 

« cents. 

Sales Analysis from the Management Stand- 
point. By Donald R. G. Cowan. The 

' University of Chicago Press, Chicago, 
1938. 210 pages. $2.50. 

Official Congressional Directory. 75th Con- 
gress, Third Session. United States Gov- 
ernment Printing Office, Washington, 1937. 
767 pages. $1.00. 
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Ferguson Hall. World Publishing Com. 
pany, Shenandoah, Iowa, 1936. 332 pages.) 
$2.50. 

Balances of Payments, 1936. Economic In 
telligence Service, League of Nations, 
Columbia University Press, New York, 
1938. 236 pages. $1.50. 

Income Tax Manual for New York State 
By William F. Connelly. Harian Publica’ 
tions, New York, 1938. 32 pages. 50 
cents. ; 

How to Make a Sales Point Hit! By Rv 
C. Borden and Dudley Lee. Prentice-H 
Inc., New York, 1938. 50 pages. $1.25. 7 

International Trade in Certain Raw M 
terials and Foodstuffs by Countries of 
Origin and Consumption, 1936. Econom 
ic Intelligence Service, League of Na 
tions. Columbia University Press, New 
York, 1937. 164 pages. $1.25. 

National Income and Capital Formatic 
1919-1935. By Simon Kuznets. National 
Bureau of Economic Research, New Yo 
1937. 86 pages. $1.50. 

Annual Report of the State Tax Comm 
sion, 1935. Legislative Document (1936 
New York. J. B. Lyon Company, Albany, 
1936. 367 pages. 

The Canadian Banking System. By Jam 
Holladay. Bankers Publishing Company, 
Boston, 1938. 291 pages. 

Personal Income Taxation. By Henry @ 
Simons. The University of Chicago Pre: 
Chicago, 1938. 238 pages. $2.00. 
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